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VIRGINIA GAB
AND OIL BOARD

DOCKET NO.
96-0220-0534

REPORT OF THE BOARD

FINDINGS MD ORDER

l. Hsarinc Date and Places This matter initially came on for hearing
before ths Virginia Gas and Oil Board (hereafter "Board" ) at 9c00 a.m. on
February 20, 1996, when it was continued and then heard on March 19, 1996,
Dicksnson Conference Room, Southwest Virginia 4-H Center, Abingdon, Virginia.

2. Annsarancesa James E. Kaiser of Hunter, Smith & Davis, aypeared for
ths Applicant) written objections were filed by Terry D. Ball and Viola M.
Wright) and Bandra B. Riggs, Assistant Attorney General, was present to advise
the Board.

3, Jurisdiction and Notices pursuant to Va. Code Ann. SS 45.1-361.1EK
ths Board finds that it has jurisdiction over the subject matter. Based

upon the evidence presented by Ayylicant, the Board also finds that the Applicant
has (1) exercised dus diligsncs in conducting a meaningful search of reasonably
availabls sources to determine the identity and whereabouts of each gas and oil
owner, coal owner, or mineral owner and/or potential owner, i.~., person
identified by Ayplicant as having ( owner") or claiming ("claimant" ) the rights
to Coalbed Methane Gas in all Pennsylvania-aged coals from the top of the Raven,
including all splits, to the top of the green and red shales, including, but not
limited to Raven, Jawbone, Upper Horsspsn, Middle Horsspen, War Creek, Beckley,
Lower Horsepen, Pocahontas No. 8, and Pocahontas No. 1, and any other unnamed
coal seams, coalbeds and rock strata associated therewith (hereafter "Subject



Potnations") ln the Subject Drilling Unit underlying and caaprlsed of Subjeot
Lands) (2) has given notios to those parties so identified (hereafter scostinos

person (~ ) whether referring to individuals g corporations, partnorshi ys g

~ssoclations, coeyanles, businesses, trusts, joint ventures or other legal
entities) entitled by Va. Cods Ann. $545.1-361.19and 45.1-361.22, to notice of
this ayplicaticn) and (3) that tbe persons sot forth ln Sxhlblt B hereto have
been identified by Ayyllcant as persons who eay bo owners or Claieants of Coalbed
Methane Oas interests in Subject Pornations ln the Subject Drilling Unit,
underlying and cceprlsod of Subject Lands Purthor tho Board has caused notice
of this hearing to be yublished as reguirod by Va. Code Ann. $ 45.1-361.19.8.
Whereupon, ths Board hereby ilnds that the notices given herein satisfy all
statutory reguirocasnts, Board rule rogulrmsnts and 'the ninieuo standards of
~tato duo ptocoss ~

4. a ~ntac Sxhiblts A and S. Ths proposed well depth was reduced
to 1,880 feet and the Pocahontas No. 4 and Pocahontas No. 3 scans wore deleted
free the Subject Pornations.

5 Dicccisaalac None

6 Relief Reouestodc Applicant toguosts that pursuant to Va Code Ann.
$ 45.1-361.22, including the applicable portions of $ 45.1-361.21,ths Board pool
the rights, interests and estates in an4 to the Oas ln the Subject Drilling Unit,
including those of the known and unknown persons caned in Inhibit 8 hereto and
that of their hewn and unknown heirs, executors, adninlstrators, devlsoes,
trustees, assigns and successors, both lenediats and reoote, for the drilling and
oyoration, including production, of Coalbod Methane Oas produced fron the Subject
Drilling Unit established for ths Subject Pornations underlying and ccnyrised of
ths Subject Lands, (hereafter scxastinss collectively identified and referred to
as "well developesnt and jor operation in the Subject Drilling Unit" ) ) and, (3)
that the Boat'4 designate Sgultable Resources Snory Coeyany as the Unit Operator.

7. Relief arantadc Tho roguested relief in this cause bs asd hereby is
granted ands (1) pursuant to Va. Code Ann. $ 45.1-361.21.C.3,Squitable Resources
Snergy Ccsapany (hereafter Unit Operator") is designated as the Operator
authorised to drill and oysrats ths Nell in Subject Drilling Unit, subject to the
Demit ytovisions Contained ln Va. Code Ann. $845.1-361.27,8$L SS(( g j to $$ 480-
05-22.1 8$, SSR., Oas and Oil Regulations) to $$ 4S0-05-22.2 Sy, SS((., Virginia Oas
and Oil Board Regulations) and to ths Oil and Oas Conservation Board' Order
entered March 20, 1989, establishing Drilling Units for the Nore Coal Bed Oas
yield) all as aesndsd ftaa tine to tine) and (2) all the interests and estates
in and to the Oas ln Subject Drilling Unit, including those of the known and
unknown persons listed on Sxhiblt 8, attached hereto and sado a yart hereof', and
their known and unknown heirs, executors, achainistratots, devisees, trustees,
~ssigns and successors, both inoediate and reeote, leased or unloased, be and
hereby aro yoolo4 ln tho Subject Pornations ln the sub joct Drilling Unit
underlying and ccsprised of the Subject Lands.
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Subject
Formation Unit Sire

Permitted
Wall Location

Field and
Well Classification

Order
Number

Approximately
58.77-acres

AllPennsylv-

aniann aged
coals free
the top of
Raven, in-
cluding all
splits, to
top of the
xsd and green
~h41ss,
including,
but not
limited to
Raven, jawbone,
Upper Norsepsn,
Middle Norsepsn,
War Creek g

Beckley, Lower
Horaspen, Pocahontaa
No. 8, Pocahontaa
No. 1, and any
other unnamed coal
~easer coalbedag
and rock strata,
associated there-
with

Well VC-3561
to bs
located 44
depicted on
Exhibit A
Depthc 1,880
feet

Nore Coal Bed
Gaa Field

OGCB Order
S9 dated
March 2,
1989

~etablishing
Drilling (hxit
for ths Nota
Coal Bed
Gaa Pield

For the Subject Drilling Unit
underlying and comprised of ths Subject

Land Served by Well No. VC-3561

Dicksnson County, Virginia

8. Election aud Election psxiodc In ths event any Gas Owner or Claimant
named in Exhibit B has not reached a voluntary agxsssent to share in the
operation of ths well to be located in Subject Drilling Unit at a rate of payment
mutually agreed to by said Cas Owner or Claimant and ths Operator, then such
person say elect one of the options aet forth in Paragraph 9 below and east give
written notice of his election of the option selected under Paragraph 9 herein
to ths designated Unit Operator at the address shee below within thirty (30)
days free ths date this Order ia recorded ia the county above named. A timely
~lection shall be dsesmd to have been sade if, on ox before the last day of said
30~y period, such electing person has delivered hia written election to the
designated Unit Operator at the address showa below or has duly poetmaxked and
placed his written slectioa in first class United States sail, postage prepaid,
addrssaed to the Unit Operator at the address Shee below.

9. Election Outioaac

9.1 Cation 1 - To Rarticioate Ia Ths Develocmeat aad Oosxatioa of the
Dxilliaa Unite Any Cas Owner or Claimant named in Exhibit B who has
not reached a voluntary agreemsnt with ths Operator may elect to
participate in the developaent and operation of the Subject Drilling
Unit (hereafter "Participating Operator") by agreeing to pay the
~stisats of such Participating Operator'4 proportionate part of the
actual and reasonable costs, iacludiag a reasonable supervision fee,
of ths well development and operation in ths Subject Drilling Unit,
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as mors particularly set forth in Virginia Oas and Oil Board
Regulation VR 480-05-22.2, Section 10 (herein Completed for
produotion Casts" ). Purthsr, a Participating Operator agrees to pay
ths estimate af such Participatin Operator' proportionate part of
ths Estimated, Completed-for-Production Costs as sst forth belcw ta
the Unit Operator within forty-five (45) days fras the later of the
date of mailing or ths date of recording of this order. The
estimated Completed-for-Production Costs i'r the Subject Drilling
Unit are as follcwsc

Estimated, Campleted-tor-Production Costs (Multiple Completion):

$173,000.00

A Participating Operator' proportionate cost hereunder shall be the
result obtained by multiplying the Participating Operator' Interest
Within Unit as sst forth in ths third column Exhibit 8 times ths
Completed-for-Production Costs sst forth above. Provided, however,
that in the event ~ Participating Operator elects to participate and
fails or refuses to pay the estimate of his proportionate part of
the Estimated, Completed-for-Production Costs as set forth above,
all within ths ties sst forth herein and in ths manner prescribed in
Paragraph 8 of this Order, then such Participating Operator shall be
deemed to have elected not to participate and to have elected
compensation in lieu of participation pursuant to Paragraph 9.2
herein.

9.2 action 2 - To Receive A Cash Sonus Conaiderationc In lieu of
participating in ths development and operation of Subject Drilling
Unit under paragraph 9.1 above, any oas owner or claimant named in
Exhibit 8 hereto who has not reached a voluntary agreeasnt with the
Unit Operator may elect to accept a cash bonus consideration of
$5.00 per net mineral acre cwned by such psrsan, cassssncing upon
entry of this Order and continuing annually until camsencemsnt of
production fram Subject Drilling Unit, and thereafter a royalty of
1/8th of 8/Sths [twelve and ons-half percent (12.5\)] of the nst
proceeds received by ths Unit Operator for ths sale of the Oas
produced fram any well development covered by this order multiplied
by that person's Interest Within Unit as set forth in ths third
column of Exhibit 8 (for purpases of this Order, net proceeds shall
be actual proceeds received less post-production costs incurred
dcwnstrsam af the wellhead, including, but not limited to,
gathering, compression, treating, transportation and marketing
costs, whether performed by Unit Operator or a third person) as
tair, reasonable and eguitabls compensation to be pale) to said Oas
Owner or Claimant. Ths initial cash bonus shall l»ccm» due and
owing when so elected and shall bs tendered, paid ar escrcwsd within
sixty (60) days of recording of this Order. Thereaiter, annual cash
bonuses, if any, shall became due and cwing on each anniversary of
the date of recording of this order in ths event production fram
Subject Drilling Unit has not theretofore ccsmsenced, and once due,
shall be tendered, paid or escrawed within sixty (60) days of said
anniversary date. Once ths initial cash bonus and the annual cash
bonuses, if any, are so paid or escrowed, said pays»nt( ~ ) shall be
satisfaction in full tor ths right, interests, and claims of such
~lecting person in and to ths Oas produced fram Subject Pormatlon in
the Subject Lands, except, however, tor the 1/8th royalties dus
hereunder.

Subject to a final legal determination of cwnership, the election
sado under this Paragraph 9.2, when so made, shall be satisfaction
in full for the right, interested , and claims of such electing person
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in any well developoont and operation covered hereby and such
~lscting person shall be doused to and hereby does lease and assign
its right, interests, and elaine in and to the Oas produced fran
Subject Farnation in ths Subject Drilling Unit to the Unit Operator.

9.3. Ootian 3 - To share In Ths Dovolcnsant and Oaoration hs h Nan-
Particiaatina Person On a Carried oasis And Ta Neaoive Cansidoratian
In I ieu of Cashc In lieu of participating in the dsvoloposnt and
apsration of Subject Drilling Unit under Paragraph 9.1 above and in
lieu of receiving a cash bonus consideration under Paragraph 9.2
above, any gas Owner or Claisant naasd'.in Szhibit B who has not
reached a voluntary agreeeent with ths Unit Operator 'oay elect to
~bars in ths doveloposnt and operation of Subject Drilling Unit on
a carried basis (as a "Carried Well Operator" ) sa that the
proportionate part of the Cooplsted-for-Production Costs hereby
allocabls to such Carried Well Oporatox' interest is charged
against such Carried Well Operator's share of production from
Subject Drilling Unit. Such Carried Well Operator's rights,
interests, and elaine in and ta the Oas in Subject Drilling Unit
shall bo donned and hereby are assigned to the Unit Operator until
the proceeds fraa the sale of such Carried Well Operator' share oi
production froa Subject Drilling Unit (exclusive of any royalty,
excess or overriding royalty, or other non-operating or non cost-
bearing burden reserved in any lease, assignoont thereof or
agreement relating thereto covering such interest) equals three
hundred percent (3009) for a leased interest or two hundred percent
(200%) for an unlsased interest (whichever is applicable) of such
Carried Well Operator' share of ths Ccssploted-far-Production Costs
allocabls to tho interest of such Carried Well Operator. When the
Unit Operator recoups and recovers fran such Carried Well Operator's
assigned interest the snounta provided for abave, thon, tho assigned
interest of such Carried Well Operator shall autcssatlcally revert
back to such Carried Well Operator, and fran and after such
reversion, such Carried Well Operator shall bo treated as if it had
participated initially under Paragraph 9.1 above) and thereafter,
~uch participating person shall be charged with and shall pay his
proportionate part of all further costs af such well dovslaposnt.

The electian sado under this Paragraph 9.3, when so sade, shall bs
~atisfaction in full for the right, interests, and claijss of such
~lecting person in any well develcqssont and operation covered hereby
and such electing person shall be donned to have and hereby does
assign his right, interests, and elaine in and to the Oas praduced
fran Subject Formation in the Subject Drilling Unit to the Unit
Operator for tho periad of tine during which hia interest is carried
as above provided prior to its reversion back to such electing
person

10. Failure ta Praaerlv Rlsctc In the event any Oas Owner or Clainant
nosed in Snhlblt S hereto has not reached a voluntary agreeosnt with the Unit
Operator and fails to elect within tho ties, in the wanner, and in accordance
with the taros of this Order ons of the alternatives set forth in Paragraph 9
abave for which his interest qualifies, thon such person shall be doused to have
elected not to participate in ths proposed dsvslogsssnt and operation of Subject
Drilling Unit and shall be doused, subject to any final legal dsteroination of
ownership, to have elected to accept as satisfaction in full for such person's
right, interests, and elaine in and to ths Oas ths consideration provided in
Paragraph 9.2 above far which its interest qualifies, and shall bs doused to have
leased and/or assigned his right, interests, and elaine in and to said Oas
produced fraa Subject Foroation in Subject Drl.lling Unit to the Unit opsratar.
Persons who fail to properly elect shall bs doused to have accepted the
ccsspsnsatian and taros set forth herein at Paragraph 9.2 in satisfaction in full
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for ths right, interests, and claims of such person in and to the Gas produced
from Subject Formation underlying Subject Lands.

11. Default Rv particinatinc persons In the event a person named in
Exhibit 8 elects to participate under Paragraph 9.1, but fails or refuses to pay,
to secure the payment or to sake an arrangsmsnt with the Unit Operator for the
payment of such person' proportionate part of the Estimated, Completed-for-
Production costs as set forth herein, all within the time and in ths manner as
prescribed in this Order, then such person shall be deemed to have withdrawn his
election to participate and shall be deemed to have elected to accept as
satisfaction in full for such person' right, interests, and claims in and to the
Gas ths consideration provided in Paragraph 9.2 above for which his interest
qualifies depending on ths excess burdens attached to Such interest. Whereupon,
any cash bonus consideration due as a result of such deemed election shall be
tendered, paid or escrowed by Unit Operator within sixty (60) days sitar the last
day on which such defaulting person under this Order should have paid his
proportionate part of such cost or should have made satisfactory arrangements for
ths payment thereof. When suoh cash bonus consideration is paid or necrosed, it
shall be satisfaction in full for the right, interests, and claims of such person
in and to ths Gas underlying Subject Drilling Unit in ths Subject Lands covered
hereby, except, however, for any 1/8th royalties which would become dus pursuant
to Paragraph 9.2 hereof.

12. Rssionment of Interest: In the event a person named in Exhibit S is
unable to reach a voluntary agreement to share in the operation of the well
contemplated by this Order at a rats of payment agreed to mutually by said Gas
Owner or Claimant and the Operator, and said person elects or fails to elect to
do other than participate under Paragraph 9.1 above in the development and
operation of the well in Subject Drilling Unit, then such person shall be deemed
to have and shall have assigned unto Unit Operator such person's right,
interests, and claims in and to said well, in Subject Formations in Subject
Drilling Unit, and other share in and to Gas production to which such person may
be entitled by reason of any election or deemed election hereunder in accordance
with the provisions of this Order governing said elections.

13. Unit Onerator lor Oneratorlc Equitable Resources Exploration be and
hereby is designated as Unit Operator authorised to drill and operate Well No.
VC-3561 in Subject Formations in Subject Drilling Unit, all subject to the permit
provisions contained in Va. Cods Ann. 58 45.1-361.27Ey, 888,) 58 480-05-22.1 EL
EEN Gas and Oil Regulations) 95 480-05-22.2 ~ 888., Virginia Gas and Oil Soard
Regulations) and the Virginia Oil and Gas Conservation Eoard Order entered March
20, 19S9, establishing drilling units for ths Nore Coal Sed Gas Field) all as
amended fraa time to time, and all elections required by this Order shall be
ccsaunicated to Unit Operator in writing at the address shown below:

Equitable Resources Energy Company
Eastern Region
P. 0. Eox 1983
1989 East Stone Drive
Kingsport, TN 37662-1983
Phonec (423) 224-3800
Fare (423) 224-3891
Attns Dennis R. Raker, Regulatory

14. cosmsncaasnt of onerationsa Unit operator shall caassnce or cause
to caaesnce operations for the drilling of any well covered hereby within three
hundred and sixty-five (365) days fraa ths date of this Order and shall prosecute
the same with due diligence. If Unit Operator shall not have so coaaenced and/or
prosecuted, then this Order shall terminate, except for any cash sums becoming
payable hereunderg otherwiss, unless sooner terminated by Order of the Eoard,
this Order shall expire at 12>00 P.N. on the date on which any well covered by



this Order is permanently abandoned and plugged. However, in the event an appeal
I~ taken frcxa this Order, then ths time between the filing of the Petition for
Appeal and ths final Order o5 the Circuit Court shall be «ccluded in calculating
the one year period refsrsnoed herein.

Upon completion of any well whose costs camyrise part of the
Estimated Completed-for-Production Costs set forth in Paragraph 9.1, and within
ninety (90) days after production inta the pipeline is obtained and restoration
of the location is camyletsd, the Operator shall file with the Board a revised
exhibit reflecting the actual Completed-for-Production Costs for the Subject
Drilling Unit.

15, Oaeratar' Lisnc Unit Operator, in addition to the other rights
afforded hereunder, shall have a lien and a right ai sst off on ths Gas estates,
rights, and interests owned by any ysrson subject hereto who elects to
particiyate under Paragrayh 9.1 in the Subject Drilling Unit to ths extent that
costs incurred in ths drilling or operation on the Subject Drilling Unit are a
charge against such person' interest. Such liens and right af set off shall be
~sparable as to each separate person and shall r«aain lions until the Unit
Oysrator drilling or operating any well covered hereby has been paid the full
amounts dus under ths terms af this Order ~

16. Escrow Pravislanac

16.1 Escrow Accauntc Sy thi ~ Order, the Board instructs the Escrow Agent
named herein or any successor named by the Board to establish an interest-bearing
escrow account, (herein "the Escrow Account" ) to receive and account to ths Board
pursuant to its agreement for ths escrowed funds hereafter describedc

Taxewell National Bank
Trust Department
c/a Premier Bankshares Corporation
29 College Drive, P. O. Box 1199
Sluefield, VA 24605-1199
Tslephanec (540) 322-2242
Faxc (540) 322-2766

16.1. Escrow Provisions Far Unknown or Unlacatable Personae If any
payment of bonus, royalty payment or other yaymsnt due and owing under this Order
cannot be made because the person entitled thereto cannot be located or is
unknown, then such cash bonus, royalty payment, or other payment shall not be
ccxmaingled with any funds of the Unit Operator and shall, pursuant to Va. Code
Ann. 5 45.1-361.21.D, said sums shall be deposited by ths Operator into the
Escrow Account, casmcsncing within sixty (60) days of recording of this Order, and
continuing thereafter on a monthly basis with each deposit to be made, by use of
a report fermat approved by the Inspector, by a date which is no later than sixty
(60) days after the last day of the month being reported and/or for which funds
ars subject ta deposit. Such funds shall be beld for the exclusive use of, and
sole benefit of ths person entitled thereto until such funds can bs yaid to such
person(s) or until ths Escrow Agent relinquishes such funds as reguirsd by law
or pursuant ta Order of the Board in accordance with Va. Code Ann. 5 45.1-
361.21.D.

16.2. Escrow Provisions far Conf lictina Claimantac If any payment of
bonus, royalty payment or other payment dus and awing under this Order cannot be
made because the person entitled thereto cannot be made certain dus to
conflicting claims of ownership and/ar a defect or cloud on the title, then such
cash bonus, royalty payment or other payment, together with Participating
Operator' Proportionate Costs paid to Operator yursuant to Paragrayh 9.1, if
any, (1) shall not be cascainglsd with any funds of the Unit Operator) and (2)
shall, pursuant to Va. Cods Ann. $5 45.1-361.22.A.2, 45.1-361.22.A.3 and 45.1-
361.22.A.4, be deposited by the Operator inta the Escrow Account, cacmasncing



within sixty (60 days of the recording of thi, ~ Order, and continuing thereafter
on a monthly basis with each deposit to bs made, by use of a report format
approved by the Inspector, by a date which is no later than sixty (60) days after
the last day of each month hsing reported and/or for which funds are subject to
deposit. Such funds shall be held for the exclusive use of, and sole benefit of,
ths person entitled thereto until such funds can be paid to such person( ~ ) or
until the Sscrow Agent relinquishes such funds as required by law or pursuant to
Order of ths Soard.

17. suecial sindincsa The Soard specifically and specially findsa

17.1 Applicant is a division of Squitahls Resources snsrgy company, a
West Virginia corporation, duly authorised and qualified to transact
business in the Oxmsonwsalth of Virginia)

17.2 Applicant claims ownership of oil and gas and coalbed methane gas
leasehold estates representing 92.00 percent of the Oas estate, and
92.00 percent of the coal estate for the acreage underlying the
Subject Drilling Unit.

17.3 Applicant is an operator in the Ccsmonwealth of Virginia and has
~atisfied the Board's requirements for operations in Virginia;

17.4 Applicant has proposed the drilling of one (1) well, Well Mo. VC-
3561, to a depth of 1,SSO fest on the Subject Drilling Unit to
develop ths Oas in Subject yormations.

17.5 Respondents are listed on Sxhibit "B". Set forth in Exhibit 5 is
the name and last know address of each person identified by the
Applicant as having or claiming an interest in the Coalbed Methane
Oas in the Subject Drilling Unit underlying and comprised of Subjsc't
Lands, including those Oas Owners or Claimants who have not in
writing, leased to the Applicant or agreed to voluntarily pool their
Oas interest in Subject Drilling Unit for its development. The Oas
owners or Claimants who have not reached a voluntary agreement to
sharc in the operation of the well represent 8.00 percent of the Oas
estate and 8.00 percent of ths coal estate in Subject Drilling Unit.

17.6 The estimated production over the life of ths proposed well is 450
million cubic fest.

17.7 Applicant's evidence established that the fair, reasonable and
equitable compensation to bs paid to any person in lieu oi'he right
to participate in any well covered hereby ard those options provided
in paragraph 9 above.

17.S No Application for a Well Work Permit had been received by the
Department of Mines, Minerals and Snergy for Well VC-3561 at the
time of the hearing of the application herein.

17.9 The relief replicated and granted is just and reasonable, is
~upported by substantial evidence and will afford each person in the
Subject Drilling Unit ths opportunity to recover or receive, without
unnecessary expense, each person' just and fair share of ths
production of ths Oas frca Subject Drilling Unit. The granting of
ths Application and relief requested therein will ensure to ths
extent possible the greatest ultimate recovery of Oas, prevent or
assist in preventing the various types of waste prohibited by
statute, and protect or assist in protecting the correlative rights
of all persons in ths subject ccasson sources of supply in the
Subject Lands. Therefore, ths Soard is entering an Order granting
the relief herein sst forth.
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18. Mailino of order And Filina Of Affidavit: Applicant or its Attorney
shall file an affidavit with the Secretary of the Board within sixty (60) days
after ths date of receipt of this Order stating that a true and correct copy of
~aid Order was mailed within seven (7) days from the date of receipt of this
Order to each person pooled by this Order whose address is known.

19. Availabilitv of Unit Rscordsa Ths Director shall provide all persons
not subject to a lease with reasonable access to all records for Subject Drilling
Unit which are submitted by the Unit Operator to said Director and/or his
Inspector(s) ~

20. conclusions Therefore, .ths reguestsd r'slief and all terms and
provisions set forth above be and hereby are granted and IT IS SO ORDERED.

21. Annsalsa Appeals of this Order are governed by the provisions of Va.
Cods Ann. 5 45.1-361.9which provides that any order or decision of ths Board may

be appealed to ths appropriate circuit court. Such appeals must be taken in the
manner prescribed in the Administrative Process Act, Va. Cods Ann. 8 9-6.14:IRg
ESS.

22. Effective Dates This Order shall be effective on the date of its
execution.

DONE AND EXECUTED this /+ day of 1996, by
a majority of the Virginia Gas and Oil Soard.

Chairman, +ny R. Way@ter

DONE AND PERFORNED this /P day o
Order of this Board.

nJ
Byron ~ Fhtmsr /
Price 1 Executive T The Staff
Virg ia Gas and Oil ard

STATS OF VIRGINIA )
COUNTY OF WISE )

Acknowledged on this A~ day of 1996,
personally bofors ms a notary public in and f(fr the C4xmaonwealth of Virginia,
appeared Sunny Wampler, being duly sworn did depose and say that he is Chairman
of the Virginia Gas and Oil Board, that he executed ths same and was authorised
'to do so

My ccmaission expires 7/31/98

Susan G ~ Garrett
Notary Public
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STATE OP VIROINIA )
COUNTY OP WISE ) n

Ac)mowledged on this J5 day of /~ ~ 1996,
personally before ne a notary public in and f9'he Coaaaonwealth of Virginia,
appeared Byron Thcaaas Pulaer, heing duly sworn did depose and say that he is
Principal Executive to the Staff of t Virginia Gas Oil Board, that he
executed the sane and was authorised o o so.

i'n~~( d.'~ J~
fane J. Davis P

Notary Public

My coaaaisslon expires 9/30/97

10
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TRACT LESSOR
LEASE
STATUS

Gaa Estele Onlv

INTEREST
WITHIN

MHK

GROSS
ACREAGE

IN UNIT

1 Pine Mountain Ol 8 Gas ComPany
Aan: Richard Brghat
P. O. Box 5100
Lebanon, VA 24266

2 Rebe EnNy Coun@, widow
280 Fshway Drhrs

Ablngdon, VA 24210

Cerolne Counls Sharps
7933 Harper Road
Htxon, TN 37343

E Marin Counls, Jr.
119South Gennantown Road
Chsnlsno, TN 37411

3 Terry D. Bal and
Uea K Bal, HrW
P. O. Box 790
Haysi, VA 24256

Viola Wright, widow
Star Route
Dante, VA 24237

4 Nore Counts, widow
HC 87, Box 354
Dante, VA 24237

Sushr Deal and Carter Desi, WlH
HC 87, Box354
Dante, VA 24237

Rsgm Grtule and Lee Grtcde, WiH
Rt. 2, Box 559
Hays, VA 24256

Leased - EREX
241490L (PO-148)
T-281

Leased - EREX
241577L01

Leased - EREX
241577L01

Leased - EREX
241577L01

Urdeased

Urleased
Renudndermsn

Unkrased
Rnsinderman

81.000000%

5.500000%

2.750000%

2.750000%

3.500000%

0.000000%

0.500000%

0.500000%

47.5300

1.7000

1.7000

2.0350

0.0000

0.1850

0.1850

Percentage ot Unit Leased
Percentage of Unit Unloosed

Acreage ln Unit Leased
Acnmge In Unit Unleased

92.000000%
8.000000%

54.3300
4.4400

PAGE 1 OF 2 PAGES



EXHIBlT "B"
VC-3561
Revtssd 2I28I98

VGOB BBIB2Q04IB34 900K .'l j 7 Pgag 064

TRACT LESSOR
LEASE
STATUS

Coal Eel«la Osehr

INTEREST
WITHIN

llSI

GROSS
ACREAGE

IN UNIT

1 Clntohletd Coal Company
Aan: Steve Smtth
P. O. Box 7
Dante, VA 24237

2 Robe Emly Counts, uddow
280 Fakway Dttua

Abktgdon, VA 24210

Cmsdne Counts Sharps
7933 Harper Road
Hkmn, TN 37343

E. MaNn Counts, dr.
119Soulh Germsntown Road
Chenlano, TN 37411

3 Tony D. Bal end
Uss K Bal, HIW
P. O. Box ygo
Hsysl, VA 24258

Vtote WttghL wtdow
Skx Route
Deeda, VA 24237

Leased - EREX
241490L (PO-148I
T-281

Leased - EREX
241577UI1

Leased - EREX
241577&1

Leased - EREX
.241577UI1

81.000000%

2.750000%

3.500000%

47.5300

3.4000

1.7000

1.7000

2.0350

4 Nore Counts, endow Unkmsed
HC 87, Box 354 Lgs Estate
Dante, VA 24237

Sutde Deal and Cater DeeL WIH
HC 87, Box 354
Dante, VA 24237

Ralm Gdzekt and Lee Gduks, WIH
RL 2, Box 559
Heysl, VA 24258

Unkmeed
Remektdstmmt

0.500000%

0.1850

0.1850

P=——.~of Unit Leased~.~of UnB Unloosed

Aomage ln Unit Leased
Aoreege In Unk Unloosed

54.3300
4.4400

vtnstntn:tnrttlopptcsoptttsctstytopntlctncutrcoutrroptcxsesoncouttryy .~ Ptttsktkkoseemseetmy
srsssntso st sate seas, ano upon «s one«en at

— — — —,—«enn snnsnstt sonant et wini~MNboa assr pernuun at

(8~'AGE
2 OF 2 PAGES



EXHIBIT "Bee

VC-3561
Revised 2I28f98

VGOBBNB2I294634 900K '.I 4 7 Pggg 064

1 Cnohastd Coal Company
Aan: Steve Smith
P. O. Box7
Danie, VA 24237

2 Rabe Emly Counts, widow

280 Fakway Drive

Abhgdon, VA 24210

Carolne Cowes Shsspe
7933Harper Road
Hhton, TN 37343

E. MaNn Counts, Jr.
119South Gennantown Road
Chenkmo, TN 37411

3 Teny D. Bsl end
Uea IL Bsl, HIW
P.O. Box790
Heyal. VA 24258

Vkxh Wdght, wkhw
Sar Route
Dante, VA 24237

Nom Counh, widow
HC 87, Box 354
Danie, VA 24237

Sssde Desi and Carter Desi, WIH
HC 87, Box 354
Dents, VA 24237

Retha Gdzde and Lee Grinfe, WIH
RL 2, Box 559
Haysl, VA 24258

LEASE
STATUS

Coal Estates Orklsr

Leased - EREX
241490L (PO-148)
T-281

Leased - EREX
241577L01

Leased - EREX
241577L01

Leased- EREX
. 241577UII

Unleased
Remshdermen

Urtksssed
Remshderman

INTEREST
WITHIN

MINI

81.000000%

2.750000%

2.750000%

3.500000%

0.000000%

0.500000%

0.500000%

GROSS
ACREAGE

IN UNIT

47.5300

3.4000

1.7000

1.7000

2.0350

0.0000

0.1850

0.1850

Peroetstage rd Unit Leased"-——~ot Unit Unloosed

Aoreage In Unit Leased
Aoreaye In Unit Unlessed

92.000000%
8.000000%

54.3300
4.4400

VIRGINIA; IN THE OFFICE OF THE CLERK OF THE CIRCUIT COURT OF OICKENSON COUN 2~ 7 tag TYPI deed was this der~own
presented in said office, and upon Ihe cerkTicate of acknowledgment Ihereto annexed, admffled to recwd a . ctock~ti, afar payment of

Qw~trr i~ +i~H@r ~,
PAGE 2 OF 2 PAGES



VIROINIAs
BEFORE THS VIRGINIA OAS AND OIL BOARD

APPLICANT s EQUITABLE RESOURCES EXPLORATION
A Division of Equitable Resources

Energy Company, a West Virginia
Corporation

RELIEF SOUOHTs POOLINQ OF INTERESTS IN A DRILLINO
UNIT LOCATED IN THS NONA COAL
SSD QAS FIELD DSSCRISED IN EXHIBIT
A HERETO AND SERVED SY WELL NO.
VC-3561 (herein «Subject Drilling
Unit" ) PURSUANT TO VA. COOS AHN.

96 i5.1-361.21AND 65.1-361.22s
FOR THE PRODUCTION OF OCCLUDED
NATUIIAL QAS PRODUCED FROM COALSEDS
AND ROCK STRATA ASSOCIATED
THEREWITH (hersi.n "Coalbed Methane
Gas" or "Oas")

LEGAL DRSCRIPTION s

SUBJECT DRILLINO UNIT SERVED SY WELL NUMBERED
VC-3661 (herein "Well" ) TO SS DRILLm IN
THE LOCATION DEPICTED ON EXHIBIT A HERETO,
E. S. COUNTS 261.iS ACRE TRACT,
CLINCHtIELD COAL COMPANY, ET AL, T-261
NORAs VA. gUADRANOLS s ERVINTON MAGISTERIAL
DISTRICT, DICKRNSCN COUNTY, VIRGINIA
(the "Subject Lands" are more
particularly described on Esshibit
"A", attaohsd hereto and made a
part hereof)

) VIISOINIA OAS

) AND OIL BOARD

)
)
)
) DOCKET NO.
) 96-0220-0534
)

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

REPORT OF THR BOARD

FINDINGS AND ORDER

1. Hsarino Date and Places This matter initially came on for hearing
before the Virginia Oas and Oil Board (hereafter "Board" ) at 9s00 a.m. on
February 20, 1996, when it was continued and then heard on March 19, 1996,
Dickenson Conference Rooa, Southwest Virginia 4-H Center, Abingdon, Virginia.

2. Amnsarancsss Jaws E. Kaiser of Hunter, Saith 6 Davis, appeared for
the Applicants written objections were filed by Terry D. Sall and Viola M.
Wrightl and Sandra B. Riggs, Assistant Attorney General, was present to advise
the Board.

3. Jurisdiction and Hotices Pursuant to Va. Cods Ann. SS i5.1-361.1SL
ths Soard finds that it has jurisdiction over the subject matter. Based

upon the evidence presented by Applicant, the Board also finds that the Applicant
has (1) emerclsed due diligence in conducting a meaningful search of reasonably
available sources to determine the identity and whereabouts of each gas and oil
owner, coal owner, or mineral owner and/or potential owner, i.s., person
identified by Applicant as having ("owner") or claiming ("claimant" ) the rights
to Coalbed Methane Oas in all Pennsylvania-aged coals froa the top of the Raven,
including all splits, to the top of the green and red shales, includi.ng, but not
limited to Raven, Jawbone, Upper Horsepsn, Middle Horsepsn, War Crook, Beckley,
Lower Horsepsn, Pocahontas No. 8, and Pocahontas No. 1, and any other unnamed
coal seams, coalbeds and rock strata associated therewith (hereafter "Subject



Toraatbms~) in the Subject Drilling Unit underlying and conprieod of Subject
Lands) (2) has given notioe to those parties so identified (hereafter scentless
"person(s)" whether referring to ividuals, corporations, partnerships,
~ssociations, oespanios, businesses, trusts, joint ventures or other legal
~ntities) oatitled bT Va. Code Ann. 95 45.1-361.19and 45.1-361.22, to notice of
this apylicatbm) and (3) that ths persons sst forth in Rxhibit 8 hereto have
been 1 tif iud bT Ayplicant as persons who naT be OwI»rs or Claia»nts of Coalbed
Methane Oas interests in Subjeot toreations in the Subject Drilling Unit,
underlying and conprisod of Subject Lands. turther, ths Roard has causal notice
of this hearing to hs published as rsguired by Va. Code Ann. 9 45.1-361.19.8.
Whereupon, ths Roard hereby finds that ths notices given heroin satisfy all
~tatutory reyai~nts, Roard rule rsguireaents and tho niniiuun standards of
stats duo process ~

a ~tsc Rnhibits 8 and 8. The proposed well depth was reduced
to 1,880 feet and ths Pocahontas No. 4 and Pocahontas No. 3 scans wore deleted
fron tho Subject poreations.

5. Diaeiaaals s None.

6. Relief Roouostodc Applicant rsguests that pursuant to Va. Cods Ann.
5 45.1-361.22, including ths applicablo portions of 5 45.1-361.21,the Roard pool
ths righto, interests and estates in and to the Oas in the Subject Drilling Unit,
includiny those of the known and unhnown persons nosed in Rnhibit 8 hereto and
that of their hnown and un)nun» heirs, onooutors, adeinistrators, devisoes,
trustees, assigns and successors, both i»i»diets and reacts, for the drilling and
operation, insludiny produotion, of Coalbsd Methane gas produced fran the Subject
Drilling Unit established for ths Subject tornations underlying and cceprised of
the Subject Lands, (hereafter scentless collectively identified and referred to
as "well develops»nt and/or operation in tho Subject Drilling Unit" ) g and, (3)
that the Roard designate Rguktablo Resources Rnsry Ccepany as tho Unit Operator.

7. Relief oraatods The rsguestsd relief in this cause bo and hereby is
granted ands (1) pursuant to Va. Qn)s Ann. 9 45.1-361.21.C.3,Rquitable Resources
Rnsrgy Conpany (hereafter "Unit Operator" ) is designated as the Operator
authorised to drill and operate the Moll in Subject Drilling Unit, subject to the
permit provisions ooatained in Va. Cods hnn. 98 45.1-361.27, RL Ryy.,) to yy 480
05-22.1 RL ., Sas and Oil Regulations) to $5480-05-22.2 ~ Ryy., Virginia Oas
and Oil Rsgu)ations) and to tho Oil and Oas Conservation Roard'u Order
~stored March 20, 1989, establishing Drilling Units for ths Nore Coal Red Oas
yield) all as ensnded free tine to tis») and (2) all the interests and estates
in and to ths Oas in Subject Drilling Unit, including those of the hnown and
unhnown persons listed on Rnhibit 8, attached hereto and sade ~ part hereof, and
their hnown and unhnown heirs, snecutors, adsinistrators, dsvissss, trustees,
assiyas and successors, both iae»diets and reacts, leased or unissued, be and
hereby are pooled in ths Subject Poraations in the Subject Drilling Unit
underlying aad coeprissd of tho Subject Lands.
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A
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vanian age4
coals Scca
ths top sf
Raven, ia
eluding all
~Slits, to
top of ths
rod an4 green
~hales,
including,
but not
licaitod to
Raven g JwhcNllo g

Upper Nersepm4
Middl, ~ Noa'aspen,
War Creek,
Sockley, Lower
Norsepen, Pocahontas
No. 8, Pocahoatas
No. 1, and any
other unnasod coal
~sass ~ ooalhs4s g

and rosh strata
assooiatsd there-
with

Subject
Poreation Unit sine

11 Appronieatoly
Posse 1- 58.77-amos

Pereitted
Wall Location

Well VC-3561
to be
located aa
depleted on
Snhiixit A
Depth> 1,880
feet

Nore Coal Sed
Oas Pisld

DOCS Order
49 dated
March 2,
1989

~etabliehing
Da'illing Uni.t
for ths Nore
Coal Sed
Oas yield

yield and Ordsx
Well ClassHication Nueber

Por tho Subject Dri.lling Unit
underlying and ccopri.ssd of tho Subject

Lan4 Served hy Well No. VC-3561

Dichsnson County, Virginia

s. Niecaion and sloction poriodc In the event any Oas Owner or Claisant
nosed i.n Ruhibit 8 has not roashed ~ voluntary agremsnt to share in the
operation ot ths well te he looatod in Subject Drilling Unit at a rate of paynent
outually agreed to hy said Oas Owner cr Claisast and ths Operator, then such
person say sleet one ot the options set torth i.n Paraga'aph 9 belcw an4 oust give
written antics ot his slectioa of the option selected under Paragraph 9 heroin
to the dos(gested Unht Operator at tho a44ross shown bolcw within thirty (30)
days tram ths date this order is rocor4ed in the county above nosed. A tiesly
~Iectioa shall he ~ to have hoss sado if, on or before the last 4ay of said3~ period, each sleeting parsee has delivered his written slectins to ths
designated Unit Operater at tho a4daess shown below or has duly postearhsd and
placed his writtoa election in first class United States nail, postage prepaid,
ad4rossed to tho gait Operator at ths address shcwn bslcw.

9. Slootion Ootionac

9.1 Ootion 1 - To Partlcinato In The Devalonoont and Oooration of ths
Drillino Unite Any Oas Owner oa'laioant nosed in Snhibit 8 who has
not reached a voluntary agrsoeent with ths Operator oay elect to
partisipate in ths devolopcaent an4 opeaation of the Subject Dxilling
Unit (hereafter "Participating Operator" ) by agxssing to pay the
ostinato ot such Partisipating Operator' proportionate part of the
actual and reasonable costs, including a reasonable supervision foe,
ot the well dsvoloposnt and operation in the Subject Drilli.ng Unit,
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as mere particularly sst forth in Virginia oaa ae4 oil board
Esgulation VR 8$H)5-22.2, Section 10 (heroin "Completed for
~sedmstien Costs ) ~ Pesthole a Partici8»ting Operator agrees 'to pay
ths est@%Its of such Participating Operator's proportf45440 part cf
ths Estimated, Completed-for-Production Costs as sot forth below to
the gait Operator within fortyvfivs (8$) days from the later of tho
4ate of mailing or ths 4ate of recording of this Order. The
~stimatod Completed-for-Production Costs for the Subject Drilling
Unit are as follcwss

Estimated, Completed-for-Production Costs (Multiple Completion)s

$173,000.00

A Participating Operator' proportionate cost hereunder shall be the
result obtained by multiplyiag tho Participating Operator' Interest
within gait as set forth in ths third column Exhibit 8 times the
Completed-for Productioa Costs sot forth above. Provided, however,
that in the event a Participating Operator eloots to participate and
fails or refuses to Pay ths estimate of his proportionate part of
tho Est)s»tod, Completed-for-Production Costs as set forth above,
all withia tho time sot forth heroin and in the manner proscribed in
Paragraph 8 cf this Order, thon such Participating Operator shall be
deemed to have elected not to particiI»to and tc have elected
compensation in lieu of participation pursuant to Paragraph 9.2
herein.

motion 2 - Tn Receive a Cash Senus Considerations In lieu cf
participating in the 4ovelopment and operation of Subject Drilling
Unit un4or Paragraph 9.1 above, any Oas Owner or Claimant named in
Eahibit 8 hereto who has not reached a voluntary agrees»nt with tho
Unit Operator may elect to accept a cash bonus consideration of
8$ .00 por net mineral acre owned by such person, ccs»ancing upon
~ntry of this Order and continuing annually until camasncoment of
production from Subject Drilling Unit, and thereafter a royalty of
1/8th of 8/Sths [twsivo and ons-half percent (12.59)) of the net
proceeds received by the Unit Operator for the sale of the Gas
produced from any well development covered by this Order multiplied
by that person' Interest Within Unit as set forth in the third
column of Exhibit 8 (for purposes of this Order, net proceeds shall
be actual proceeds received less post-production costs incurred
downstream of ths wellhead, including, but not limited tc,
gathering, compression, treating, transportation and marketing
costs, whether performed by gait Operator or ~ third person) as
fair, reasonable and eguitabla compensation to be paid to said Sas
Oumsr or Claimant. Ths initial cash bonus shall bscces duo and
owing whoa so elected and shall be tendered, paid or escrowod within
~ixty (80} days of recording of thi ~ Or4er. Thereafter, annual cash
bonuses, if any, shall become duo and awing on each aneiversary of
the 4ate of recording of this or4or in the event production from
Subject Drilling Unit has not theretofore comsacod, and once duo,
shall be tendered, paid or necrosed within sixty (80) days of said
anniversary date. Caco the initial cash boaus and ths annual cash
bonuses, if any, are so pai4 cr escrowod, said payment( ~ ) shall be
~atisfaetion in full for the right, interests, aad claims of such
~lasting person in an4 to ths Sas produced frea subject pormation in
the Subjeot Lands, except, however, for the 1/8th royalties due
)»rounder.

Subject to a final loyal determination of ownership, ths election
made un4or this Paragraph 9.2, when sc made, shall be satisfaction
in full for the right, interest ~ , and claims of such electing person
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ka an(( well dsvekcyeeet sa4 operation covsao4 hereby aa4 such
ohsetkag yersoa shall he ~ Co an4 hereby 4aes lease aa4 assign
its rkght, interests, aad clakes in aad Cc the Qas preduced free
Subject Poseatkon kn the Subject Drilling gait tc ths Qait Operator.

9.3. entice 3 - Tn Sham Zn %he navalacment and Onerat ken as L Wcn-
artksknatkae parens On a Oarrked assis and vn aaceive Oanskderatkcn

Ia x.kau of cash> Ia kksu of participatin kn tho devekoyasnt and
Cyeratkoa of Subject Ds'klling Wait nader Paragrayh 9.1 above and in
ikon ef rooekvkng a sash boson conskdsratkon under Paragraph 9.2
above, aay gas Owner or Qlakeant nosed in Qnhkbit ~ whn has nct
reaehe4 a voluntary agrsmnt with ths Unit Oysratcr nap elect tc
share in the dsvolepeeat and oysratica of subject Drilli«f Unit on
a earrksd basks (as a "carried well operator» ) sc that ths
proportionat yart of ths Ooeyleted-for-production Costs hereby
sliceable tc each Carried Well Operator' interest is charged
against such Carried Well Opeator' share of production free
Subject Drilling Unit. Such Carried Well Oysratca" s rights,
interests, and clakes in aad tc ths Qas in Subject Drilling Unit
~hall bs deeeed an4 hereby ars assigned tc the Unit Operator until
the yroese4s free the sale ef such Carried Well Operator' share of
yreduction free Subject Drilling Uakt (exclusive of any royalty,
assess or overriding royalty, cr other non-operating or non cost-
bsariag hur4sn reserv«k kn any lease, asskgnasnt thereof or
agremsnt relating thereto covering such interest) sguals three
hundred percent (3009) for a leased interest cr two hundred percent
(2009) for aa unleaes4 katorest (whichever is ayylicabls) cf such
Carel«k Well Operator's abase of the Cceyloted-fcr-Prcductkca Costs
allocable to the iaterost of such Carried Well Oysratcr. When the
Uakt Operator rocouye and recovers free such carried well operator'
assigned interest the aesunts previ4od for above, thea, ths assigned
interest of such Carried Well Operator shall autceatkcally revert
hash tc such Carrie4 Well Operator, and froa and aftsr such
reversion, such carried well operator shall bs treated as if it had
yarticiyat«l initially un4er Paragraph 9.1 above) and thereafter,
such participatin ysrsoa shall be charged with and shall pay his
proportionate part of all further costs of such well devokopasnt.

gbe eleetkea na4s un4er this Paragrayh 9.3, when sc cade, shall be
~atkefaetkca in full for the right, interests, and clakes of such
sleeCing person kn aay well dsvelopesnt and oyeratkcn covered hereby
and such sleeting person shall bs do«asd tc have an4 hereby doss
asskga his right, interests, and clakes in and tc the Oas produced
free subject Pcrnatken kn the subject Drilling Unit tc the Unit
Operator fer ths parked of Ckee during which h(.~ interest is carried
as above provided prior tc its reversion bach tc such 'electing
ysrsoa

10. pailuxs tn srnnerlv skects In the oveat any Oas Owner cr Olaknant
naasd ka sahkbkt 0 hereto has not r ~ ~ voluntary ag~t »kih chs Unit
Operator aad Saklo to elec'C within the tins in Cho nasser aad in accordance
with Cbs ceres ef Chko Order oas ef ths alteraatives sot forth ka Paragraph 9
obese fer whish hks interest qualifies thea such person shall be ~ tc have
eleste4 aet Cc participat in tbo yrcyesed devolcpesnt and operation of Subject
Drillkng Wait aa4 shall he ~, subject tc any final loyal detornknatkon ef
cwssro~hky, to have sleeted to accept as satisfaction in full for such person'

knterestae aad ckakno in an4 Co tha Oas the consideration prov i4ed
Paragraph 9.2 above for which ita kataraot Qualifies, and shall bo dsoeed tc have
leased andjcr assigned hks right, interests, and clakes in and tc said Qas
yeakwed froa Subject Poreatkcn in Subject Drilling Unit to tho Unit Oyoratcr.
possess who tail tc yroyerlp elect stall be dsseed tc have aceeyce4 tho
cceyonsatkcn and terna set forth herein at Paragraph 9.2 kn satisfaction in full
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for ths right, interests, and claias of such parson in and to the Oas produced
fros Subject Porsation underlying Subject Lands.

11. Default Bv partickuatino parsons In the event a person nosed in
Exhibit S elects to participate under Paragraph 9.1, but fails or refuses to pay,
to secure ths payssnt or to sahs an arrangeeoot with ths Unit Operator for ths
paysent of such person's proportionate part of the Estisatod, Coaplstod-for-
Production costs as sst forth heroin, all within the tias and in the sensor as
proscribed in this Order, thon such person shall be doessd to have withdrawn his
~lsction to participate and shall bs doused to have elected to accept as
satisfaction Kn full for such person's right, interests, and elaine in and to tho
Oas the consideration provided in Paragraph 9.2 above for which his interest
qualifies dopon4ing on ths excess burdens attached to such interest. Whereupon,
any cash, bonus consideration dus as a result of such doaasd election shall bs
tendered, pai4 or sscrcwed by Unit Operator within sixty (60) days after ths last
day on which such 4sfaulting person under this Order should have paid his
proportionate part of ouch cost or should have sado satisfactory arrangeasnts for
ths paywst thereof. When such cash bonus consideration is paid or oscrowed, it
~hall be satisfaction in full for ths right, interests, and elaine of such person
in and to ths Oas underlying Subject Drilling Unit in the Subject Lands covered
hereby, except, however, for any i)9th royalties which would bsccao due pursuant
to Paragraph 9.2 hereof.

12. Baaionsoot of Interests In the event a person nosed in Exhibit B is
unable to roach a voluntary agrsossnt to share in ths operation of the well
contssplated by this Order at a rats of payssot agreed to sutually by said Oas
Owner or Claioant and tho Operator, and said person elects or fails to elect to
do other the participate under Paragraph 9.1 above in the dsvelopssnt and
operation of the well in Subject Drilling Unit, thon such person shall be doused
to have asd shall have assigned unto Unit Operator such person' right,
interests, and elaine in an4 to said well, in Subject Poruatfons in Subject
Drilling Unit, and other share in and to gas production to which such person say
be entitled by reason of any election or deesed election hereunder in accordance
with the provisions of this Order governing said elections.

13. Unit Ooorator Sor Onoratorlm Equitable Resources Exploration be and
hereby is deslgoaW as Unit Operator authorised to drill and operate Well No.
VC-3561 in Subject Porsations in Subject Drilling Unit, all subject to the permit
provisions contained in Va. Cods Rnn. 55 65.1-361.27R5. SBS ) 55 660-05-22.1 S(;
SSS., gas aod Oil Regulations) 55 660-05-22.2 ~ SS((., Virginia Oas and Oil Board
Regulations) asd tho Virginia Oil and Sae Conservation Board Order entered Narch
20, 1949, establishing drilling units for the Nore Coal Sed Cas yield) all as
sounded free the to ties, and all elections required by this Order shall bs
c~nicated to gait Operator in writing at ths a4dross shown below~

Bguitabls Resources Energy Cospany
Rasters Region
P. O. Sox 1993
1969 East Stone Drive
Kingsport, TN 37662-1963
Phones (623) 226-3600
Paxc (623) 226-3691
Attn> Dennis R. Saber, Regulatory

ll. f t a(tap t 111
to oamsnce operations for the drilling of any well covered hereby within three
hun4red and sixty-five (365) days free the date of this Order and shall prosecute
tho s~ with 4uo diligence. If Usit Operator shall not have so ccmsnced and/or
prosecuted, thon this Order shall tesainato, except for any cash suss becosing
payable )eceundsr) otherwise, unless sooner tsruinated by Order of ths Board)
this Order shall expire at 12s00 P.M. on ths date on which any well covered by
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this Order is ysrsaasstly abandoned and plugged. However, in tho sveat an appeal
is taken fry this Order, thon ths tins between tho filing of the Petition for
Ayysal as4 ths tiaal Order of tho Circuit Court shall be excluded in calculating
tho oss year ysriod reterencod herein.

Uyon eesyletion ot any well whose costs ccsyr iso part of the
Estisatsd Cosyleto4-for-Production Costs sot forth in Paragraph 9.1, and within
ninety (90) days after pro4uction into ths yiyslins is obtained and restoration
of tho locatioa is eosyloted, ths Operator shall file with ths Board a revised
exhibit retlsoting ths actual Cesyloted-foc-Production Costs for the Sub)ect
Drilling Unit.

15. ousratar' zianc Unit Operator, in addition to the ether rights
afforded hereunder, shall have a lien and a right of set otf on ths gaa estates,
rights, and interests owned by any parson sub)sct hereto who elects to
participate under Paragraph 9.1 ia ths Sub)set Drilling Unit to ths extent that
costs incurred in ths 4rilling or operation on the Subject Drilling Unit are a
charge syainet such yorson' interest. Such linea and right of sot off shall be
~eyarable as to sash separate person asd shall resain liens until ths Unit
Operator driDing or oysrating any wall covered hereby has bosn paid the full
~sounts duo under the torso of this Or4sr.

16. Escrow Proviaionac

16.1 Escrow Accountc Sy this Order, the Board instructs the Escrow Agent
nosed herein or any successor nosed by the Board to establish an interest-bearing
escrow account, (herein "ths Escrow Aocount") to receive and account to ths Board
pursuant to its agreesent for the escrowed funds hereafter describedc

Tasewsll National Sank
Trust Deyartssnt
c/o Prosier Sankshares corporation
29 College Drive, P. O. Sox 1199
Sluetield, VA 24605-1199
Teleyhonec (540) 322-2242
Pare (540) 322-2766

16.1. Escrow Provisions Por Unknown or Unlocatablo Personae If any
payssnt of bonus, royalty payssat or other yayssnt due and owing under this Order
cannot be sado because the person entitled thereto cannot be located or ia
unknown, than such oash bonus, royalty yayssnt, or other paysent shall not be
comingled with any funds of tho Unit Oyerator and shall, pursuant to Va. Code
Ann. 5 4S.1-361.21.D, said suss shall be deyoaited by the Oyorator into the
Escrow Account, emencing within sixty (60) days of recording of this Order, and
contiauing thereafter on a sonthly basis with each deposit to bs sado, by use of
a roysrt for«at approved by the Inspector, by a date which ia no later than sixty
(60) 4ays atter tho last day of ths «acth being reported and/or for which funds
are subject to deyosit. Such funds shall be held for ths exclusive use of, and
~olo benefit of the ysrson ont)tied thereto until such funds can be paid to such
parson(s) or until the Escrow Agent relicuycishos such tunds as required by law
or yurouaat to Or4sr of tho Board in accordance with Va. Cods Ann. 5 45.1-
361.21.D.

16.2. Escrow Provisions for Coaflietine clainantsc If any paysont of
bonus, royalty yayssnt or other yayssnt due and owing under this Order cannot be
sado because the ysrson entitled thereto cannot be sade certain due to
conflicting cia)xcs of ownership asdjor a defect or cloud on the title, then such
cash bonus, royalty yayssnt or other payssnt, together with Participating
Oyerator'a Proportionate Costs yaid to Operator pursuant to Paragraph 9.1, if
aay, (1) shall not he ~inglsd with any funds of the Unit Operator) and (2)
~hal I g pursuant to Va Code Ann 55 4S 1 361 22 ~ A ~ 2 g 45 1 361 22 A 3 and 45 1
361.22.A.4, bo deposited by the Operator into the Escrow Account, emsncing
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within sixty (60 days of ths recording of this Order, and continuing thereafter
on a nonthly basis with each deposit to be ands, by use of a report forest
approved by the Znspector, by a date which is no later than sixty (60} days ai'ter
the last day of each south being reported and/or for which funds ars subject to
deposit. Such funds shall bs hold for ths exclusive use of, and sole benefit of,
the person entitled thereto until such funds can bs paid to such person(s} or
until tho Escrow Egest relinquishes such funds as reguired by law or pursuant to
Order of tho Board.

17. Snecial yindinosa The Board specifically and specially findss

17.1 hpplicant is ~ division of Eguitable Eesourcss Energy Ccepany, a
West Virginia corporation, duly authorised and qualified to transact
business in the Cowonwealth of Virginia}

17.2 Applicant elaine ownership of oil and gas and coalbed nethane gas
leasehold estates representing 92.00 percent of the Oas estate, and
92.00 percent of the coal estate for the acreage underlying the
Subject Drilling Unit.

17.3 Applicant is an operator in tho Cowenwoalth of Virginia and has
satisfied the Board's rsguiroesnts for operations in Virginia}

17.4 Jlpplicant has pro5»sod tho drilling of one (1} well, Well No. VC-
3561, to a depth of 1,SSC i'sst on the Subject Drilling Unit to
develop ths Oas in Subject yoreations.

17.5 Eospondents aro listed on Exhibit "B". Set forth in Exhibit B is
the noes and last hnow address of each person identified by the
hpplicant as having or claiaing an interest in the Coalbed Nethane
Oas in tho Subject Drilling Unit underlying and coeprisod of Subject
Lands, including those Oas Owners or Clahaants who have not in
writing, leased to the lpplicant or agreed to voluntarily pool their
Oas interest in Subject Drilling Unit for its develo5»snt. The Oas
owners or claiaants who have not reached a voluntary agre»»nt to
~hare in ths operation of ths well represent 8.00 peroent of the Oas
estate and 6.00 psrcoat of the coal estate in Subject Drilling Unit.

17.6 The ostlaated production over ths life of the proposed well is 450
aillion cubic feet.

17.7 Spplicant' evidence established that the fair, reasonable and
~guitablo cceponsation to he paid to any person in lieu of the right
to participate in aay well covered hereby aro those options provided
in paragraph 9 above.

17.S No Application for a Well Work Demit had bosn received by the
Dopertaent of Xinss, Xinsrals and Energy for Well VC-3561 at the
ties of ths hearing of ths application heroin.

17.9 The relief rsgussted and granted is just and reasonable, is
supported by substantial evidence and will afford each person in the
Subject Drilling Unit ths opportunity to recover or receive, without
unnecessary expense, each person' just and fair share of ths~ion of tho Oao fam Subject Dri.lling Unit. Ths granting of
the Application and relief roguosted therein will ensure to the
~xtent possible the greatest ultieato recovery of Oas, prevent or
~ssist in preventing ths various typos of waste prohibited bystatute, and protect or assist in protecting the correlative rights
of all persons in ths subject eamon sources of supply in the
Subject Lands. Therefore, the Board is entering an Order granting
ths relief herein set forth.
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1S. Naillne of order And tilinc of affidavits Applicant or its Attorney
~hall file an nfff4nvit with tho Secretary of the Soard within sinty {60}days
after the date of receipt cf this Order statinS that a true nnd correct espy of
said OHee ws nailed within seven {?) 4ays free the date cf receipt of thi ~
Order to each person pooled by this Order whose address i.~ hncwn.

19. Availabilitv of Unit Recorder Ths Director shall provide all persons
nct suh)eet to a lease with reasonable assess to all records for subject Drillin9
Unit which ase suheittsd hy the Vnit Operator tc said Director and/or his
Inspector {a ) ~

20 ~ Csnclusiont Therefore tho repaoatod relief and all torus and
prcvisioss sst ferth above bs an4 hereby ars Srantsd and IT IS SO ORDRRRD.

21. Annealss Appeals ef this Or4or are 9ovsrno4 by the provisions of Va.
Cods Ana. 9 66.1 261.9 which provides that aay or4er cr decision of the Soard nay
be appealed tc tho appropriate circuit court. Such appeals aust bs tahen in the
nasser proscribed in tho Adninistrativo Process Acti Va Code Ann. 9 9-6 ~ 14)1 RR

22. Rffoctivo Datsc This Order shall be effective on the date of its

1996, by

enecuticn.

DOSS AND RSRCDTSD this /~ day cf 1996, by
a no]ority of ths Vir9inia Oas and Oil Scard. r

CSairean, ~hy R. Way@.er

DOSS AND PRRPO)WSP this /8 day c
Order cf this Soard.

RyAw FNIner /
Prise 1 Rnscutive +The Staff
Vir9 ia Oas an4 Oil ard

STATS OF VI%ilINXA )
OMNTT OF WISS ) \

AehnowlodSed on this A~ day of 1996,
personally bofors ee a notary public ia and fear the caaaonwealth of virSinia,
appeared Sonny Weepier, heing duly sworn did depose and say that he is chairnan
cf ths VirSisi ~ Oas and Oil Soard, that hs executed ths sane and was authorised
to 40 ec

Ny ceenission expires 7/21/98

Susan O. Oarrstt
Notary Public
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STSSS OP VXSOXSSS )
OOQNTZ OF NXSS )

Aeheewkedysd oa this J5 day of /~ 1996,
personally before ee ~ notary public in and fed the Ccsnmnwealtb of Virginia,
appeared Spree Tbceas Pulsar, beinS duly sworn did depose and say that be is
Principal Ssecutive to the Staff of VirSiaia Oas Oil Soard, that he
executed the sane and was authorised o so.

i~~~( 2. ~~jw
lane J.

Damian''

Notary Public

Ny ccanission aspires 9/30/97

10
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EXHlBIT "B"

R~2I28r96 SOOX E 4 7 Pass 063
VGOS St)R)2)294)534

Pine Mounhdn Og 8 Gas Comprxry
Aan: Rhhant BrShart
P. O. Box 5100
Lebanon, VA 24266

Robe Emly Counta, widow
280 Fshway Drive

Abbr9don. VA 24210

Caresse Counts Sharps
7933HerPer Road
Hben, TN 37343

E. MaNn Counts, Jr.
119South Germantown Road
Chentano, TN 37411

Teny D. Bal and
Usa K Bal, HhN

P. O. Box790
Haysl, VA 24258

Vksa Wd9ht, wtdow
Star Route
Dante, VA 24237

Nom Counts, widow
HC 87, Sox 354
Dante, VA 24237

Sushr Deal end Carter Deal, WIH
HC 87, Box 354
Dante, VA 24237

Rethe Grtzzhr and Lea Grtzzh, WlH
RL 2, Sox 559
Haytd, VA 24256

LEASE
STATUS

Gae Estate Onlv

Leased - EREX
241490L IPO-148)
T-261

Leased - EREX
241577L01

Leased - EREX
241577L01

Leased - EREX
241577L01

Unhxrssd
Remrtn dorm an

Unkrased
Remainderman

INTEREST
WITHIN

MIIIlI

81.000000%

2.750000%

2.750000%

3.500000%

0.000000%

0.500000%

GROSS
ACREAGE

IN UNIT

47.5300

3.4000

1.7000

1.7000

2.0350

0.0000

0.1850

0.1850

Pe;~.~of UnÃ Leased
Percentage of Unk Unleased

Aorea9e In Unit Leased
Aerea9a In UnS Unleased

54.3300
4.4400
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